BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

LANE A. & SHELLY M RAMMELL ) DOCKET NO.: PT-1998-26
)
Appel | ant s, )
)
-VS- )
)
THE DEPARTMENT OF REVENUE OF ) FINDI NGS OF FACT,
THE STATE OF MONTANA, ) CONCLUSI ONS OF LAW
) ORDER and OPPORTUNI TY
Respondent . )  FOR JUDI Cl AL REVI EW

The above-entitled appeal was heard on April 20,
1999, in the Gty of Geat Falls, in accordance with an order
of the State Tax Appeal Board of the State of Montana (the
Board). The notice of the hearing was given as required by
I aw.

The taxpayers, Lane and Shelly Rammel |, presented
testinmony in support of the appeal. The Departnent of
Revenue (DOR), represented by Appraiser Marlyann Lawson,
presented testinony in opposition to the appeal. Testinony
was presented and exhibits were received. The Board then
t ook the appeal under advisenent; and the Board having fully

consi dered the testinony, exhibits and all things and nmatters



presented to it by all parties, finds and concludes as
fol |l ows:

FI NDI NGS OF FACT

1. Due, proper and sufficient notice was given of
this matter, the hearing, and of the tinme and place of the
heari ng. Al parties were afforded opportunity to present
evi dence, oral and docunentary.

2. The property subject of this appeal is
descri bed as foll ows:

Lot 143, Fort Shaw, County of Cascade, State of
Mont ana and i nprovenents |ocated thereon. (Assessor Code -
4511550) .

3. For the 1998 tax year, the DOR appraised the
subj ect property at a value of $11,771 for the land and
$89, 600 for the inprovenents.

4. The taxpayer appealed to the Cascade County Tax
Appeal Board on Septenber 18, 1998 requesting a reduction in
value to $7,587 for the land and $75,000 for the
i nprovenents, stating:

| believe the appraised val ue does not accuretly
(sic) represents (sic) the acquasition (sic) cost of narket
val ue of the area.

5. In its COctober 8, 1998 decision, the county
board uphel d the Departnent of Revenue's values for the | and

and adjusted the value for the inprovenents, stating:

After hearing testinony and review ng exhibits, the



Board feels an additional 5% depreciation should be all owed
because of the existing conditions resulting in a new
buil ding value of $85,120.00 with the |and remraining at
$11, 771. 00.

6. The taxpayer then appealed that decision to
this Board on Qctober 28, 1998, stating:

The apprai sed val ue does not represent the market
value for this area or the | oan value of the property or the
acquisition cost. If I was to sell today |I could not get ny
nmoney back!!!

7. The values before this Board are the val ues
determ ned by the Cascade County Tax Appeal Board.
8. The subject structure is a manufactured hone.

TAXPAYER' S CONTENTI ONS

Taxpayers’ Exhibit 7 is a “Conparative Market

Anal ysis” prepared by Hy Rushton of Russell Country Realty on

Septenber 30, 1998. In summary, this exhibit illustrates the
fol | ow ng:

Subj ect Conp #1 Conp #2 Conp #3
Listed Price $77, 000 $89, 900 $95, 900
Sal es Price $77, 000 $83, 500 $95, 000
Adj ust nent s ($ 3,870) ($12, 360) ($18, 860)
Adj. Sale Price $73, 470* $73, 130 $71, 140 $76, 140

* Average of adj. sale price.

The taxpayer stated the town of Fort Shaw does not
have city water or sewer, paved streets and has no comerci al
services other than a post office and an auto repair facility.

Taxpayers’ Exhibit 8 is a copy of the “Sale

Agreenent” for the subject land. The taxpayers’ paid $5, 000



for 4.8 acres on July 28, 1997.
Taxpayers’ Exhibit 9 is the purchase agreenent for
the subject structure. Summarized, this exhibit illustrates

the foll ow ng:

Buyer Lane & Shelly Ranmel
Seller: The Hone Pl ace

Date of Sale August 1, 1997

Sale Price $75, 000

Make & Mbdel Nashua Triple 702
Year 1997

Bedr oons 3

Fl oor Size 60’ X 40

Opti onal Equi prent, Labor and Accessories:
Deal er to deliver and set up on custoner site in Ft.
Shaw
Deal er responsible for water and sewer hook up to
exi sting lines.
Buyer responsible for gas and el ectric hook up.
Transport axles and tires are not included in this
sale. Al axles and tires to be renpved from hone
upon delivery and to be retained by deal er
Carpet: Custoner is providing & installation. Dealer

will |eave carpet pad with hone.
Customer is responsible for all interior finish work
& finish warrentee (sic). Dealer will provide wood

trim & door casing for interior finish.

Taxpayers’ Exhibit 10 illustrates the year-end sale
price for this home at $78, 500.

The subject property has a water well and septic
systemthat was installed at a cost of $2,587.

The subject property is located approximately 28
mles fromGeat Falls.

The subject structure was a display nodel at the
fairgrounds. The original carpet showed the results of
visitation by the fair-going public. Therefore, the taxpayers

installed new carpet at an estimted cost of $1,300 |abor and



mat eri al s.

subj ect .

The over al

but the location in Fort Shaw is not as desirabl e;

They al so repaired the interior wall-seans.

DOR' S CONTENTI ONS

DOR s Exhibit Ais the property record card for

t he

Summari zed, this exhibit illustrates the foll ow ng:

Land Data

Primary Site 1 acre $9, 400 per acre $ 9,400

Resi dual 3.8 acres $ 624 per acre $ 2,371
Total Land Val ue $11, 771

| nprovenent Data

Fl oor area 1, 898 square feet

Bedr oons 3

Bat hr oons 2

Year Built 1997

Ef fective Age 1997

Physi cal Condition 6 — Excell ent

Grade 5 mnus - Less than Average

Condition/Desirability/Uility (CDU) Average

Dwel 1'i ng Conput ati ons

Repl acenment Cost New (RCN)
Per cent Good

Econom ¢ Conditi on Fact or
Repl acement Cost
Land Val ue

Total WMarket Val ue

| physi cal

X X

New Less Deprec.

$ 76,980
97%
120%
$ 89, 600
$ 11,771
$101, 371

condition of the structure is excellent

t herefore,

the CDU for this property is determned to be average.

The follow ng eight sales were presented to support

the DOR s established | and val ue:

Locati on Sal e Date Sale Price Size | np
Fort Shaw 10/ 30/ 96 $ 8, 300* .33 acres $6, 700

Si s 10/ 30/ 92 $16, 300* 1.5 acres $8, 700

Si s 4/ 10/ 94 $10, 000 3.499 acres

Si s 6/ 28/ 95 $ 2,250 .096 acres

Si s 6/ 28/ 95 $ 2,250 .096 acres

Si s 9/ 1/ 95 $ 5,000 . 689 acres

Si s 6/ 24/ 96 $ 5,000 .52 acres

Si s 11/ 8/ 96 $16, 000 2.237 acres

* represents residual

| and val ue




Ms. Lawson testified that the Iand valuation for this
area was not generated fromthe Conputer Assisted Land Pricing
(CALP). The sales were analyzed and it was her opinion as the
appraiser for this area that the land be valued at $9, 400 for
the first acre and $624 for each residual acre. M. Lawson
testified that these values are being applied to the towns of
Simms, Sun R ver and Fort Shaw.

Ms. Lawson testified that the sales conparison
approach was not used to val ue the subject because the property
is not built on a permanent foundation. The subject property’s
foundation is block construction; therefore, the dollar
adj ustnents nmade by the Conputer Assisted Mass Appraisal System
(CAMAS) were too large to appropriately consider this nmethod of
appraisal. Since the sales conparison approach was not used,
the DOR valued the property based on the cost approach. Ms.
Lawson testified that the final step in valuing property from
the cost approach is the application of an econom c condition
factor (ECF). An ECF of 120% has been applied to this property.

Ms. Lawson stated, “.when we val ue properties that are by cost
the final step in doing the cost approach to ensure that all of
our estimated values are consistent with the market, we put on

what is called an economic condition factor. It’s inportant

because the cost approach separates, separately estinmates |and



and building values and uses replacenent cost, which only
reflects the supply side of the market. Mar ket adj ust nent
factors are often required to adjust val ues obtai ned from cost
approach to the market value, and that is the definition out of
the | AAO property assessnent book..”. DOR Exhibit B is the
calculation for the 120% ECF for residential property. This ECF
factor is applied to properties in rural areas.

BOARD S DI SCUSSI ON

The taxpayers purchased the subject ot for $5,000 on
July 28, 1997 as stated on the purchase agreenent. The taxpayer
indicated he installed septic and well systens at a cost of

$2,587 therefore, the total cost was $7, 587. ARM 42.18. 109

Resi denti al Reappraisal Plan (6) Residential lots and tracts are

val ued through the use of conmputer assisted |and pricing (CALP)
nodel s. Honbgeneous areas wi thin each county are geographically

defined as nei ghborhoods. The CALP nodels will reflect January

1, 1996, |and market values. (enphasis added) This sale did

occur outside the tinme franme during which the DOR was anal yzi ng
| and sales for the current appraisal cycle, but there is nothing
inthe record to indicate this transaction was not arns-|ength.
It is also noted that three of the DOR s |and sales occurred
after January 1, 1996. An appraiser’s opinion of value should

cone from the narket but the Board never did obtain a clear



understanding as to how Ms. Lawson determned the first acre
val ue of $9,400 and a residual per acre value of $624. An
analysis of the DOR s sales and the subject transaction on a
price per acre and per square foot wunit of conparison

illustrates the foll ow ng:

Location Sale Date Sale Price Size(ac) $/ acre Size(sf)  $/sf | np

Si ms 6/ 28/ 95 $ 2,250 . 096 $23, 438 4,182 $.54 NA

Si Mms 6/ 28/ 95 $ 2,250 . 096 $23, 438 4,182 $.54 NA

Ft. Shaw 10/ 30/ 96 $ 8, 300 .33 $25, 152 14, 375 $.58 $6, 700
Si ms 6/ 24/ 96 $ 5,000 .52 $ 9,615 22,651 $. 22 NA

Si ms 9/ 1/ 95 $ 5,000 . 689 $ 7,257 30, 013 $. 17 NA

Si ms 10/ 30/ 92 $16, 300 1.5 $10, 867 65, 340 $. 25 $8, 700
Si ms 11/ 8/ 96 $16, 000 2.237 $ 7,152 97, 144 $.16 NA

Si ms 4/ 10/ 94 $10, 000 3.499 $ 2,858 152, 416 $. 07 NA
Subj ect 7/ 28/ 97 $ 7,587 4.8 $ 1,581 209, 088 $.04 NA
DOR NA Mkt Val ue Si ze(ac) $/ acre Size(sf) $/sf | np
Subj ect NA $11,771 4.8 $2, 452 209, 088 $. 06 NA

The DOR questioned taxpayers’ exhibit 7, Conparative
Mar ket Anal ysis, based on the use of the adjusted sales prices
versus the actual selling prices. This nethod of adjusting the
actual sales price of the conparable to establish the val ue of
the property being valued is a simlar nethod used by the DOR
in the Conputer Assisted Mass Appraisal System (CAMAS). The
DOR s “Montana Apprai sal Manual ” defines the sal es conparison
approach as, “One of the three traditional approaches to val ue
by which an indication of the value of a property is arrived at
by conmpiling data on recently sold properties which are
conparable to the subject property and adjusting their selling
prices to account for variations in tine, location, and property

characteristics between the conparable and the subject



property.”

The author of Exhibit 7 was not present to answer
questions with respect to the dollar adjustnents but the DOR did
review these properties prior to this hearing and Ms. Lawson did
express concerns as to the true conparability. The exhibit also
stated: “This is not an appraisal. It is a market analysis of
determining a sale price on a property at current market
conditions.” Conparable #1 sold for $77,000, adjusted downward
5% to $73,130. Conparable #2 sold for $89,900, adjusted
downward 14.8% to $71, 140. Conparable #3 sold for $95, 000
adj usted downward 19.9% to $76, 140. The value indication for
the subject fromthis exhibit is $73,470 and was based on the
average of the adjusted sales prices of the conparable
properties.

The taxpayers purchased the structure for $75, 000
(exhibit #9). There was nothing presented to suggest that this
transaction was not “armis-length” in nature. M. Rammel |
testified they did performsonme work thensel ves on the property,
i.e. carpet and mnor interior construction. The sales price
shoul d be adjusted accordingly to include the materials and
| abor the taxpayers provided. 15-7-102, MCA, Notice of
classification and appraisal to owners — appeals. (3) .the

departnment may consider the actual selling price of the



property, independent appraisals of the property, and other
rel evant information presented by the taxpayer in support of the
taxpayer’s opinion as to the nmarket value of t he
property..(enphasis supplied).

Ms. Lawson testified an ECF of 120% has been applied
to cost approach for the subject property. The DOR s appraisa
manual defines the ECF as, “The econom c condition factor is a
conponent of depreciation or market adjustnent that is usually
1.00 (100% for the majority of properties where the cost index
has been properly established and the depreciation schedul es
have been adequately calibrated.”

“I't has a role in representing the effects of the
econom c climate on unique properties in a boom or bust econony.
It can affect individual properties, or it can affect a whole
class of properties. In a boomeconony, narket demand can force
mar ket prices above actual construction costs, with both new
houses and wused houses selling in excess of stabilized
construction costs.” There was nothing presented to the Board
that the cost tables were not adequately calibrated or that the
townsite of Fort Shaw is or had experienced a boom econony.

The following is a breakdown of the val ues presented

bef ore this Board:
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Exhi bi t Val ue | ndication

TP - #7 Conparative Market Analysis $ 73,470
TP - #8 Sal e Agreenent $ 5,000
TP testinony (well & septic) $ 2,587
TP - #9 Sal e Agreenent $75, 000

Tot al $ 82,567
County Tax Appeal Board Deci sion $ 96, 891
DOR — A Property Record Card $101, 371
DOR — A Property Record Card without ECF $ 86, 442

It is the Board’ s opinion that the actual purchase
price of the subject property with additional consideration for
| abor and materials provided by the taxpayers for carpet
installation and wall -seamrepair woul d suggest a val ue hi gher
than $82,567. Wen excluding the application of the ECF, the
value indication for the property is $86,442. It is the Board' s
opi nion that the value for the subject property is $11,771 for
the I and and $74, 671 for the inprovenent.

The appeal of the taxpayer is hereby granted in
part and denied in part and the decision of the Cascade
County Tax Appeal Board is nodified.

11
11
11
11
11
11
11
11
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CONCLUSI ONS OF LAW

1. The State Tax Appeal Board has jurisdiction over
this matter. 815-2-301 MCA

2. 815-8-111, MCA Assessnent - market value
standard - exceptions. (1) Al taxable property nust be
assessed at 100% of its market value except as otherw se
provi ded.

3. 15-2-301, MCA Appeal of county tax appeal board
deci si ons. (4) In connection with any appeal under this
section, the state board is not bound by common |aw and
statutory rules of evidence or rules of discovery and may
affirm reverse, or nodify any deci sion.

4. 15-7-102, MCA, Notice of «classification and
apprai sal to owners — appeals. (3) .the departnment may consider
the actual selling price of the property, independent appraisals
of the property, and other relevant information presented by the
taxpayer in support of the taxpayer’s opinion as to the market
val ue of the property...

5. It is true, as a general rule, that the appraisal
of the Departnment of Revenue is presuned to be correct and that
the taxpayer nust overcone this presunption. The Departnent of
Revenue shoul d, however, bear a certain burden of providing

docunent ed evidence to support its assessed values. (Western

12



Airlines, Inc., v. Catherine Mchunovich et al., 149 Mnt. 347,

428 P.2d 3, (1967).
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ORDER

| T 1S THEREFORE ORDERED by the State Tax Appeal Board of
the State of Montana that the subject property shall be
entered on the tax rolls of Cascade County by the Assessor of
that county at the 1997 tax year values of $11,771 for the
land as determned by the DOR and affirned by the Cascade
CTAB, and $74,671 for the inprovenents as determi ned by the
Board. The appeal of the taxpayers is therefore granted in
part and denied in part and the decision of the Cascade
County Tax Appeal Board is nodified.

Dated this 25th day of My, 1999.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

GREGORY A. THORNQUI ST, Chai r man

( SEAL) JAN BROAWN, Menber

JEREANN NELSON, Menber

NOTI CE:  You are entitled to judicial review of this Order in
accordance with Section 15-2-303(2), MCA Judicial review
may be obtained by filing a petition in district court within
60 days following the service of this Order.

14



CERTI FI CATE OF SERVI CE

The undersi gned hereby certifies that on this 25th
day of My, 1999, the foregoing Order of the Board was served
on the parties hereto by depositing a copy thereof in the
US Mils, postage prepaid, addressed to the parties as
fol |l ows:

Lane & Shelly Ramel |
170 Ford Street
Fort Shaw, Mntana 59443-9421

Ofice of Legal Affairs
Departnent of Revenue
M tchell Buil ding

Hel ena, Montana 59620

Appraisal Ofice

Cascade County

300 Central Avenue

Suite 520

Geat Falls, Mntana 59401

Ni ck Lazanas

Cascade County Tax Appeal Board
Cour t house Annex

Great Falls, Mntana 59401

DONNA EUBANK
Par al egal
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